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WORLD TRADE AND PRODUCTION IN 1953-54
United States exports, after a year and a
half of little change, increased moderately
in the spring and early summer of 1954, re-
sponding to foreign demand associated with
high levels of economic activity abroad.
Despite the decline in United States in-
dustrial production and imports in the latter
half of 1953, production in Western Europe
continued to rise, and advanced further in
the first eight months of 1954. World mar-
kets showed on the whole a high degree of
stability, with considerable strength for some
industrial materials.
European countries made further progress
in relaxing restrictions upon expenditures of
dollars. Foreign holdings of gold and dol-
lars continued to rise as outpayments from
the United States remained in excess of for-
eign purchases from the United States.
UNITED STATES EXPORTS
From March through August—the latest
six months for which data are available—
United States exports were at an annual rate
of 12.9 billion dollars, exclusive of military
shipments under the Mutual Security Pro-
gram. After allowance for seasonal varia-
tions, this was a gain of about half a billion
dollars over the 12.2 billion level of the pre-
ceding year and a half. The increase was
one of the factors that checked the decline
in United States production. In view of
continuing large exports by other countries,
the gain in United States exports indicated
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NOTE.—Federal Reserve index for United States; latest fig-
ure shown for third quarter. Organization for European Eco-
nomic Cooperation (OEEC) index for member countries. Dot
represents preliminary data for July-August, seasonally adjusted
by Federal Reserve.
A rising trend of exports first became evi-
dent in the latter part of 1953 in sales to
Japan, the Netherlands, and certain Latin
American countries. In other markets im-
provement waited until the spring of 1954.
Relatively small exports in March, when
many shipments were delayed by the New
York port strike, were followed by excep-
tionally heavy movements in April, and
average exports for the two months together
showed an increase. In May-August exports
remained close to the March-April level.
Gains in export markets were widespread.
Even in those countries where United States
exports in the first half of 1954 failed to
match those of the first half of 1953, declines
did not continue during the spring.
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UNITED STATES FOREIGN TRADE
Millions of dollars
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NOTE.—Three-month moving averages with double weight for
center month, based on Department of Commerce data. Latest
figures shown are for August.
The sole instance of significant downturn
beginning this year was in exports to Japan,
which rose sharply up to February 1954 and
declined thereafter. The downturn was the
consequence of measures that the Japanese
Government took to cope with a critical
balance-of-payments situation.
Almost all major commodities and com-
modity groups shared in the increase in
United States exports in the first half of
1954. The principal exceptions were fuels,
textiles, certain types of machinery, and
wheat. These are commodities for which
abnormal shortages of world supply existed
in the earlier postwar period; United States
exports of these goods have tended to decline
in the past two years.
IMPORTS AND BALANCE OF TRADE
At the beginning of 1953 import demands
in this country were exceptionally strong.
Subsequently, with the downturn in United
States industrial production and a slacken-
ing in the rate of strategic stockpiling, im-
ports of metals and other raw materials de-
clined. Apart from coffee imports, the low
point (on a daily average basis) was reached
in December and January, when the decline
from peak months of 1953 exceeded 15 per
cent. After a partial recovery in the spring,
the total value of United States imports in
the first half of 1954, excluding coffee, was
11 per cent smaller than the value in the
first half of 1953. Including coffee the de-
cline was only 7 per cent.
With imports reduced in the first half of
1954, the surplus of merchandise exports
over imports was at an annual rate of 2.2
billion dollars as compared with LI bil-
lion in the corresponding period of 1953.
Including United States military expendi-
tures abroad, other service transactions, and
remittances, the current account surplus was
at a rate of 1.0 billion dollars, against a small
negative figure the year before.
The decline during 1953 in United States
payments for imports was smaller than
many observers in foreign countries had
feared, and the subsequent rise in foreign
purchases from the United States was gen-
erally unexpected. Apprehensions had been
widely expressed that even a moderate de-
cline in United States imports would create
balance-of-payments troubles for other coun-
tries and would bring deflationary pressures
in world markets. Such fears proved ill-
founded. Foreign reserves of gold and dol-
lars continued to increase, especially in
Western Europe, and world markets were in-
fluenced by a steady growth of real income
in Europe.
Declines in imports of the United States
in 1953-54 were heaviest in purchases from
Western Europe, where few adverse effects
were felt; from the sterling area; and from
certain Latin American countries which do
not produce coffee or petroleum. Many of
the raw material producers that sold less to
the United States sold more to Europe than
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before. In some cases this meant replacing
dollar earnings with earnings of sterling or
of other nondollar currencies. In view of
the strength of sterling in international ex-
change markets, pressures to maximize net
earnings of dollars were not so heavy as in
earlier years.
ADDITIONS TO FOREIGN RESERVES
At mid-1954 the gold reserves and official
and private holdings of dollars of foreign
countries (excluding the U.S.S.R.) and of
international institutions totaled 27.4 billion
dollars, as compared with 22.6 billion two
years earlier. The increase in 1953-54 was
2.4 billion dollars, the same as the year
before. Net transfers from the United
States in 1953-54 amounted to 1.7 billion
dollars, compared with 2.1 billion in the
preceding twelve-month period, but ad-
ditions to foreign reserves of gold from new
production and other sources greatly ex-
ceeded those of the previous year.
In the first half of 1954 foreign gains of
gold and dollars from transactions with the
United States were considerably smaller than
in earlier half-year periods. They neverthe-
less amounted, as shown in the table, to more
than 600 million dollars—an annual rate of
almost 1.3 billion dollars.
United States military expenditures for
goods and services to be used abroad or
transferred to other nations were 1.2 billion
dollars in the first half of 1954, only slightly
more than in the corresponding period of
1953. An increase in payments for offshore
procurement in Europe was offset by a de-
cline in military expenditures in Japan.
Changes in private service transactions and
remittances were relatively small. The prin-
cipal factors altering the current account
balance were the decline in payments for
commercial imports and the rise in exports.
Another significant change in the over-
UNITED STATES BALANCE OF PAYMENTS AND INCREASE IN
FOREIGN GOLD RESERVES AND DOLLAR HOLDINGS
[In billions of dollars]
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Govt. economic aid and loans (net)
U. S. private direct investment (net)
Total




Other exports of services
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Total
Balance available for increase in foreign
assets, etc.:
Unidentified transactions
Net repayments to private U. S. creditors
and repatriation of foreign securities
Miscellaneous foreign assets in U. S
Foreign U. S. dollar holdings
3
Gold purchased from U. S
Increase in foreign gold reserves and
dollar holdings:
From transactions with United States












































1 Excluding military expenditures, shown separately.
2 Excluding military transfers under aid programs (1954, 1.82
billion dollars; 1953, 2.66 billion).
3Federal Reserve data, including holdings of international
institutions. Dollar holdings include holdings of short-term U. S.
Government securities and also certain long-term U. S. Govern-
ment securities held for foreign official accounts.
NOTE.—Department of Commerce data, except dollar holdings
and gold entering foreign reserves from sources other than trans-
actions with the United States. Details may not add to totals
because of rounding. The current account balance (on goods,
services, and remittances) may be derived by deducting the first
three items of "payments from United States" from total "foreign
payments to United States."
all balance of payments was a decline of 400
million dollars in the net outflow of Govern-
ment aid and loans. There was also a small
decline in the outflow of United States pri-
vate capital for direct investment abroad.
The balance of funds from these sources and
from current account transactions, available
for additions to foreign official gold reserves,
for additions to foreign official and private
assets in the United States, and for repay-
ment of foreign debts to private persons in
the United States or repatriation of foreign
securities, amounted to about 450 million
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dollars, as against 1,550 million in the first
half of 1953.
In the first half of 1953 part of the very
large balance of funds had been absorbed,
as the table on the preceding page shows, by
a substantial flow of repayments and repatria-
tion of securities. In the first half of 1954, on
the other hand, net movements of United
States short-term and portfolio capital were
outward, providing additional funds to for-
eigners. Thus net acquisitions of dollar hold-
ings and of gold from the United States in
the first half of 1954 amounted, as noted
above, to about 600 million dollars. Gold
entering foreign reserves from other sources
amounted to about 400 million, so that the
total gain for the half year reached 1 billion
dollars. Since midyear there have been fur-
ther additions to foreign reserves.
RELAXATION OF EXCHANGE CONTROLS
The marked improvement in reserve posi-
tions of foreign countries, particularly in
Europe, has had two major consequences.
In conjunction with the maintenance of
stable price levels, it has given European
governments and central banks a wider mar-
gin of freedom to allow expansion of in-
ternal demand without risk of balance-of-
payments crises, and it has brought a gradual
relaxation of trade and exchange controls.
A notable development in the field of ex-
change controls occurred in March 1954,
when the United Kingdom simplified its con-
trols over transfers of foreign-held sterling
among foreigners. "Transferable sterling"
still cannot be paid to or used directly by per-
sons in the dollar area, but its other uses are
no longer limited by British regulations. Be-
sides normal trade purchases in nondollar
countries and purchases in London of such
dollar commodities as copper, zinc, sugar,
and coffee, these uses now include capital
transfers among nondollar countries, and the
purchase of dollar funds in free markets out-
side the sterling countries. Throughout the
spring and summer the free exchange rate
for transferable sterling against dollars was
within 2 per cent of the dollar rate for
American-held (convertible) sterling.
Western Germany, Belgium, and the
Netherlands have established somewhat sim-
ilar arrangements for foreign use of their cur-
rencies. They have also relaxed restrictions
on the withdrawal of foreign long-term in-
vestments. American and Swiss holders, like
others, may now withdraw in their own cur-
rency from the Netherlands or Belgium the
proceeds of securities liquidated in those
countries. Blocked accounts in Germany
were replaced in September 1954 by "liberal-
ized capital accounts," which have wider uses
within Germany and may be converted at of-
ficial rates into other currencies except dollars.
Residents of these continental countries
now have considerable freedom to make in-
vestments abroad. Residents of the United
Kingdom have recently been allowed greater
latitude to invest in Canada.
In the field of trade and exchange controls
affecting imports, where liberalization of
intra-European and intra-sterling area trans-
actions was far advanced by mid-1953, the
gradual removal of quotas and other direct
restrictions on imports of dollar goods was
accelerated in 1954. Among recent ac-
tions of this kind were those of Sweden in
September and Italy in August. Switzer-
land, Belgium, the Netherlands, and South
Africa are still in the lead among European
and sterling area countries in this respect.
In the United Kingdom, imports of most
raw materials and foodstuffs from the dollar
area have been completely freed from con-
trols, but manufactured goods, though more
freely admitted than in 1951, are still subject
to discriminatory restriction. In Germany,
on the other hand, many types of dollar
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manufactures are admitted freely, while im-
ports of foodstuffs and of some materials
are still under direct control.
Germany, Italy, and Japan still make con-
siderable use of bilateral trade agreements
with raw-material-producing countries. Un-
der present conditions these agreements ap-
pear to be employed not so much for the
purpose of economizing on dollar expendi-
ture as for obtaining reciprocal advantages
in exporting.
In those countries which have gone the
farthest in removing old restrictions on dol-
lar transactions, important new fields have
been opened up for competition by United
States exporters. At the same time the
loosening of controls has benefited indus-
tries abroad that depend upon imported
materials and equipment that they are
now free to buy in the most advantageous
markets. It has stimulated greater efficiency
in those industries which must compete in-
creasingly at home and abroad with prod-
ucts of the United States and other nations.
WORLD EXPORTS
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NOTE.—Based on data from Department of Commerce,
Dominion Bureau of Statistics (Canada), OEEC, and Inter-
national Monetary Fund. OEEC exports shown are those of
member countries to all others, including dependencies. Outer
sterling area excludes sterling OEEC members: United King-
dom, Ireland, and Iceland. Latest figures shown are for first
half of 1954.
WORLD IMPORTS
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NOTE.—See note for preceding chart. Data are on c.i.f.
basis, except for United States and Canada, which are on f.o.b.
basis. Latest figures shown are for first half of 1954.
EXPANSION OF WORLD TRADE
International trade in general expanded
steadily after the summer of 1952, and the
rise in United States exports this year lagged
considerably behind increases in the exports
of Europe, Japan, and Latin America, as
shown in the chart at the left. Industrial
countries abroad made progress in 1953 to-
ward regaining their prewar shares of world
trade. Latin American exports increased in
volume, and their value was further enlarged
in 1953-54 by rising coffee prices.
A factor of great significance in maintain-
ing growth of world trade after United
States imports turned down in 1953 was the
rise in imports of Western Europe from
other areas, shown in the chart above. This
rise started from a low point in September
1952. By the first half of 1953, though prices
and value were lower than in the 1951 boom,
the physical volume of imports into Western
Europe from outside sources had fully re-
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gained the 1951 level. By the first half of
1954 there was a further increase of 5 per
cent in volume and 3 per cent in value.
Another source of increasing demand in
world trade in the latter part of 1953 was
Japan. Unlike the increase in European im-
ports, the financing of which caused no seri-
ous difficulties, the 25 per cent rise in Japa-
nese imports during 1953 led to drains on
Japan's reserves of dollars and sterling, which
were also showing the effect of a decline in
United States military expenditures in Japan.
Late in 1953 the Japanese Government
adopted new policies of import control and
internal stabilization. Import purchases
were cut back considerably and import ar-
rivals declined after March 1954. The finan-
cial stabilization program was apparently
successful in halting the inflation of prices
and costs which previously had been retard-
ing exports and overstimulating imports.
EUROPEAN INDUSTRIAL PRODUCTION
The rise in European imports from mid-
1952 to mid-1954 reflected increasing needs
based on rising consumption, replenishment
of business inventories, and expansion of pri-
vate investment. Over the two years indus-
trial production advanced by about 7 per
cent a year.
The purchasing power of European con-
sumers was enlarged by rising money in-
comes while prices of finished goods re-
mained stable. Moderately rising hourly
wage costs were offset by increasing pro-
ductivity and by the availability of imported
materials at prices substantially lower than
in 1951. There was progressive relaxation
of governmental controls affecting prices or
purchases in domestic trade. Saving from
current incomes was generally much higher
than in 1951 and earlier postwar years.
In the first phase of the European recovery
after mid-1952, textile production rebounded
sharply, especially in England. The over-all
rise in European industrial production at this
time was not so rapid as the advance then
occurring in the United States, but after mid-
1953 European output continued to gain.
A number of sources of demand contrib-
uted to the further advance in European
production in 1953-54. Housing construc-
tion was an important factor in the United
Kingdom and Germany. European exports
to nondollar countries rose throughout 1953
and the first half of 1954, while exports to
the United States remained high until near
the end of 1953. Differences in the timing
of the recovery in different countries also
played a part: in France demand did not
begin to pick up with fresh momentum un-
til the latter half of 1953.
Perhaps the most important factor in the
continuation of the advance of European
production after mid-1953 was the upturn
in business expenditures for fixed capital
investment. With demand for industrial
products generally at a high level, numerous











NOTE.—OEEC indexes for member countries. Seasonal ad-
justment for metal products estimated by Federal Reserve.
Latest data shown are preliminary for second quarter 1954.
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opportunities have been found for modern-
ization and expansion of productive capacity.
As foreign and domestic orders for new
producers' equipment—-as well as sales of
automobiles and other consumers' dura-
ble goods—increased, metal-using industries
found their stocks of material inadequate.
In the first half of 1954 output of steel and
other metal-producing industries was rising
in all European countries. New orders for
steel in the summer were at record levels.
PRODUCTION IN CANADA AND JAPAN
While rising industrial production and
business activity in Europe exerted a major
influence on world business conditions, a
leveling off in demand in the much smaller
Canadian economy had considerable direct
effect on United States exports. Canada's
industrial production is less than one-tenth
of Western Europe's, but our exports to
Canada are about as large as our exports to
Western Europe: each accounts for about
one-fifth of total United States commercial
exports. In the first half of 1954, when ex-
ports to Western Europe were 8 per cent
greater than the year before, exports to
Canada were down by 11 per cent.
Canadian industrial production in 1953-54
followed a course somewhat similar to that
of United States production, but the net de-
cline from the average for May-July 1953 to
that for May-July 1954 was only 3 per cent
compared with the 9 per cent decline in this
country. Output in manufacturing was
down 6 per cent compared with 10 per
cent here. New investment activity, though
somewhat reduced, continued strong. Farm
income was reduced in consequence of lower
prices for wheat and other grains, and the
value of wheat exports fell sharply. Cana-
dian imports continued to exceed total ex-
ports, the deficit in trade being covered by
the inflow of investment capital.
OCTOBER 1954
Japanese industrial production rose very
sharply in 1953. A gain of about 20 per cent
brought Japanese manufacturing and mining
activity at the beginning of 1954 to a level
approximately 15 per cent above the prewar
year 1938. This spring and summer there
was a slight recession from that level.
WORLD COMMODITY MARKETS
Intimately related to the continuing
growth of European production in 1953-54
was the absence of deflationary tendencies
in world markets. From the point of view
of the nondollar world, the strength of raw
material prices meant, on the whole, that
United States purchases yielded more dol-
lars than if price levels had fallen; this
was a factor in the continuing growth of
monetary reserves. Even more important,
and quite apart from currency questions, in-
come within primary producing countries
was well maintained. Active markets over-
seas were thus provided for the exports of
industrial countries.
While stability in world markets con-
tributed to growth of European production,
the high and rising demand of Europe for
imports of raw materials was itself a strong
influence toward stability in primary markets
in the face of reduced demand in the United
States and generally ample supply.
Demand and supply conditions varied
among commodities. For many industrial
raw materials prices in foreign markets in
the spring of 1954 were higher than in the
last few months of 1953. For some com-
modities, moreover, price advances had oc-
curred in 1953 at the same time that United
States business activity was declining. Such
commodities included lead, zinc, and jute,
for which European demand was rising in
1953, as well as the beverage commodi-
ties—coffee, cocoa, and tea—for which de-
mand was strong in all countries.
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PRICES IN SELECTED COMMODITY MARKETS
[U. S. cents per pound]
Commodity (and market)
Prices higher in April-June 1954
than in April-June 1953:
Coffee (New York)







Jute (Pakistan). . .
Cotton (Pakistan).
Prices lower in April-June 1954




































































1 Cents per barrel.
2 Cents per bushel.
NOTE.—Averages of monthly data published by International
Monetary Fund. Jute and cotton averages for April-June 1954
partly estimated by Federal Reserve.
Foreign growers' prices for raw cotton
were relatively low in 1953, but strengthened
early in 1954 when it became clear that
European stocks were no longer being re-
duced and that European consumption was
being maintained at a relatively high level.
For certain other commodities, potentially
in very heavy supply, prices weakened dur-
ing the greater part of 1953 but advanced
moderately in the first half of 1954. In the
case of copper, rising European consumption
and replenishment of stocks were accom-
panied by curtailment of production—in
Chile from October 1953 onward and in the
United States somewhat later. In the case
of rubber, most of the decline in United
States consumption was offset by curtail-
ment of synthetic rubber output when low
prices made natural rubber more attractive.
Prices for wool and certain agricultural
products were also lower in the spring of
1954 than they had been a year earlier. Eu-
ropean consumption of wool in 1953-54 was
at a very high level but was not rising. The
Cuban sugar price was influenced by ex-
panding production of sugar in other coun-
tries. The supply situation for copra and
coconut oil eased considerably in 1954.
Wheat continued to be heavily in surplus
supply on world markets.
5-5 INFLUENCE OF THE BALANCE OF PAYMENTS
For countries that depend greatly on for-
eign trade, domestic expansion always brings
the risk of a worsened balance of payments.
Gold and foreign exchange reserves give pro-
tection against this risk, and may therefore
support expansion. When reserves are not
fully adequate for all contingencies, sup-
port of the same kind may be given by a
balance-of-payments situation in which re-
serves are increasing. This, in general, was
the case in Western Europe in 1953-54.
In such a situation, governments and cen-
tral banks were able to relax foreign trade
controls and could allow a steady growth of
domestic incomes. The consequent growth
of demand for imports presented no serious
danger. Since opportunities were available
for more efficient use of resources, growth of
real income was rapid. Europe's purchases
of imports were large, and provided an ele-
ment of strength in world markets.
The large flow of dollar payments from
the United States in recent years, by con-
tributing to the maintenance of a favorable
balance-of-payments situation for Europe,
has proved to be a basic influence toward
stability and growth in world trade and pro-
duction. Against this background, the in-
crease in United States exports this spring,
responding to world demand, was a sign of
increased strength in the world economy.
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